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Credit:  an agreement in which a borrower receives something 
of value, and agrees to pay for it later.

Finance charge:  the total amount of interest paid to borrow 
a sum of money.
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Cash advance:  a withdrawal of cash from an ATM or bank teller 
charged to a credit card 

-interest is usually calculated from the day of the 
withdrawal.
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Example 1:  Calculating interest on cash advance

-John charges a cash advance of $500.00 to his credit card.
-appears on January 27 statement and he doesn't pay it
-next statement if February 27
-bank charges 18.00% annual interest for cash advances starting 
on the day of the withdrawal
Calculate the interest that John is charged for the January 12 
cash advance.

Step 1:  Calculate the number of days that interest was added on
(you may need a calendar for this)

Step 2:  To use the formula I=Prt, find P, r, and t

Step 3:  Fill in the formula and solve for I

number of days from Jan.12 to Feb.27?
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Example 2:  Calculating credit card balances

-Jane is charged 19.50% per annum on her credit balances
-she uses her card (which had a zero balance) to purchase a stove 
for $2100.36.
-next statement is September 30
-she pays only the minimum payment (5% of her balance)
-On Oct. 5, she makes a purchase of $450.00 with her card
-How much money will Jane owe on October 7?

Step 1:  First calculate the minimum monthly payment

Step 2:  Calculate the unpaid balance on September 30

Step 3:  Calculate the interest on the unpaid balance

Step 4:  Since she didn't pay her balance in full, she will have to pay 
daily interest on her October purchase.  Calculate this amount.  
(include the day of purchase)

Step 5:  Combine the 2 interest amounts and the unpaid balance
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Pg. 119 - 120
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Example 3:  Choosing the better option

Mi Jung wants to buy a sofa
-If she pays cash it will cost $899.99 (no delivery charge)
-or choose one of the following two options:

Option 1:
-deferred payment plan of $899.99, delivery charge of $30 and 
administration fee of $75 (both must be paid at time of sale).  
-2 years no interest

Option 2:
-use credit card to pay the $899.99
-doesn't have to pay delivery charge or admin fee
-interest rate of 21% per annum
-will take 31 days to pay her credit card balance (which has 
previous balances on it)
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Down payment:  a partial payment sometimes required at the time 
of purchase
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Pg. 123
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Monday, April 16th

• Next Test:  Chapter 3 Test on Thursday, April 19th
• Next Assignment Due:  Thursday, April 19th

Today:
• Check and go over Homework Pg. 124 #1, 3, and 7
• Finish Section 3.3
• Begin Section 3.4 (Notes/Examples/Practice questions)

**Assignment:  Pg. 138 #1 to 10 (Must Show ALL work!!!)**

*pass in by Wednesday for bonus points!!
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Answer Questions:  Pg. 124-125 #1,2,3,5,7
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